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EMPLOYEE BENEFIT TRUST FUND (FUND 73) 
 

AUDIT PROGRAM 
 

I. PROGRAM OBJECTIVES 
 
 The annual contribution made to an employee benefit trust fund (fund 73) is determined 
 at the District level. The entire contribution affects shared cost and is eligible for state 
 general aid paid the District. The contribution may or may not be eligible for federal or 
 state assistance. The objective is to determine whether the District has met DPI 
 requirements for establishing and reporting costs to fund 73. The DPI requirements are 
 available at: http://www.dpi.state.wi.us/dpi/dfm/sfms/ben_trust.html 

 

II. COMPLIANCE REQUIREMENTS AND SUGGESTED  AUDIT 
PROCEDURES 
 

 A. COMPLIANCE REQUIREMENT 
 
 Post-employment benefits accounted for in Fund 73 must result from a contractual 
 agreement as compensation for employee services and accumulate during employment 
 even though actual benefits are provided and payment made after employment. 

 
 SUGGESTED AUDIT PROCEDURE 
 
 Request all contract agreements with employees regarding post employment benefits. 
 Determine whether the benefits outlined in the contract are eligible for post employment 
 benefit treatment. 

 
 

 B. COMPLIANCE REQUIREMENT 
 
 The school board must agree, in a formal, legally constituted trust agreement to establish 
 a trust to hold and disburse resources set aside for the post-employment benefits. The 
 trust may be amended or terminated, but no assets may revert to the District unless all 
 liabilities have been satisfied.  

 
 Contributions to the Trust Fund shall be as per contractual agreements if such agreements 
 specify the district make required contributions to a legally established trust. 

http://www.dpi.state.wi.us/dpi/dfm/sfms/ben_trust.html
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 SUGGESTED AUDIT PROCEDURE 
 
 Request a copy of the trust agreement. Determine whether the trust agreement is an 
 irrevocable trust designed to hold and disburse resources set aside for post employment 
 benefits. Ascertain that no assets revert to the District unless all liabilities have been 
 satisfied. 

 
 Review the trust agreement for any required contribution. If the District is required to 
 make a contribution, ascertain whether they have met the requirements of the trust? 
 

 C. COMPLIANCE REQUIREMENT 
 
 Physical segregation of trust assets must be made. The Trust Fund may not be merely an 
 accounting shell consisting of a fund on the district's accounting records. Trust Fund 
 assets cannot be used for purposes other than to provide benefits for which the trust was 
 established.  

 
 SUGGESTED AUDIT PROCEDURE 
 
 Ascertain that separate investment accounts are maintained for fund 73. Obtain or  prepare 
a summary of the account(s) activity for the year ended. Review the activity to 
 determine that it is trust related only. Confirm ending account balance information with 
 the financial institution. 
  

 D. COMPLIANCE REQUIREMENT 
 
 
 A written opinion must be obtained from the district's legal counsel that the trust, as 
 established, is within the authority of school board. This opinion must state that the trust 
 complies with applicable state statutes, federal laws and regulations. 

 
 SUGGESTED AUDIT PROCEDURE 
 
 Obtain a copy of the written opinion from the District’s legal counsel. Determine 
 whether or not the opinion states that the school board has authority to establish the trust 
 and the trust is in compliance with applicable state statues, federal laws and regulations. 

 

 E. COMPLIANCE REQUIREMENT  
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 The district must consult with appropriate professionals regarding Internal Revenue 
 Service and other regulatory agencies filing and reporting requirements applicable to the 
 trust. The district shall determine that the trust has met all such requirements. 

 
 
 SUGGESTED AUDIT PROCEDURE 
 
 Obtain any correspondence or information the District has received regarding IRS and 
 other regulatory agencies filing and reporting requirements applicable to the trust. 

 

 F. COMPLIANCE REQUIREMENT 
 
 The Codification of Governmental Accounting and Financial Reporting Standards 
 (GASB Cod. Sec. P20) issued by the Governmental Accounting Standards Board, 
 "GASB," has identified acceptable cost methods to determine the annual required 
 contribution (ARC) necessary to fund government employee benefit plans on an actuarial 
 method. 

 
 SUGGESTED AUDIT PROCEDURE 
 
 If an actuarial study was performed, obtain a copy from the District. If the District has 
 less than 100 members and is allowed to use an alternative method, obtain the calculation 
 using the simplified method. 
 
 G. COMPLIANCE REQUIREMENT 
 
 State special education categorical aid, per statute 115.88(1), is based on salary related 
 cost for specified staff employed. Contributions in a fiscal year that are not equal to the 
 ARC determined amount are currently not eligible for state special education categorical 
 aid administered by the DPI. However, effective with costs incurred in the 2005-2006 
 school year, contributions that are less than the ARC determined amount will be eligible 
 for state special education categorical aid administered by the DPI 

 
 For 2004-05 school year, contributions not equal to the ARC amount for all benefit 
 eligible employees are to be reported as "Other Support Services" (function 290 000) and 
 an employee benefit (200 series object). Refer to DPI requirements for what 
 contributions are included. 

 
 Effective 2005-06, funding that is less than the annual required contribution (ARC) for all 
 benefit eligible employees is to be reported as an employee benefit (200 series object) 
 code and associated with the function account corresponding to the activities of the 
 employee. Such coding will permit the benefit contribution to be claimed against state 
 and federal categorical aid programs. 
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 Contributions made that are equal to the annual required contribution (ARC) for all 
 benefit eligible employees is to be reported as an employee benefit (200 series object) 
 code and associated with the function account corresponding to the activities of the 
 employee. Such coding will permit the benefit contribution to be claimed against state 
 and federal categorical aid programs 
 
 
 SUGGESTED AUDIT PROCEDURE 
 
 Verify that the contribution made was properly accounted for using the proper WUFAR 

 chart  of accounts. See “Accounting for Employee Benefit Trust (Fund 73) available on 
 the  DPI website at: http://www.dpi.state.wi.us/dpi/dfm/sfms/pdf/acct_ben_trust.pdf 

 
 

 H. COMPLIANCE REQUIREMENT 
 
 The district must fund contributions, i.e. make payment to the trust, by June 30, for the 
 fiscal then ended. 

 
 SUGGESTED AUDIT PROCEDURE 
 
 Verify that the contribution left the District’s cash or investment account on or prior to 
 June 30. Trace the transfer or check to the bank statement to verify it timely cleared the 
 bank. 

. 
 

http://www.dpi.state.wi.us/dpi/dfm/sfms/pdf/acct_ben_trust.pdf

